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October 22, 2003

MR. JAMES RIDLEY, CHAIRMAN,
AND MEMBERS OF THE HOMER
HOUSING AUTHORITY BOARD
OF COMMISSIONERS

Homer, Louisiana

Transmitted herewith is our investigative report on the Homer Housing Authority. Our
examination was conducted in accordance with Title 24 of the Louisiana Revised Statutes and
was performed to determine the propriety of certain allegations received by this office.

This report presents our finding and recommendations as well as your response. Copies of this
report have been delivered to the United States Department of Housing and Urban Development;
the United States Attorney for the Western District of Louisiana; the District Attorney for the
Second Judicial District of Louisiana; and others as required by state law.

Respectfully submitted,
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Grover C. Austin, CPA
First Assistant Legislative Auditor
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Executive Summary

Investigative Audit Report
Homer Housing Authority

Background (See page 5.)

The Homer Housing Authority is a political subdivision of the Town of Homer. Its purpose is to
provide decent, safe, and sanitary housing for eligible families. It maintains and leases
approximately 100 units.

The United States Department of Housing and Urban Development (HUD) has the responsibility
for administering low-rent housing programs. The primary source of revenue for the Homer
Housing Authority is HUD grants. A five-member board of commissioners governs the housing
authority. The mayor of Homer appoints the commissioners. The housing authority has four
full-time employees, including the executive director, secretary, and two maintenance persons.

Finding (See page 7.)

From July 1999 through April 2003, the former executive director of the Housing Authority of
the Town of Homer, Ms. Sonja Hamilton, authorized transfers of housing authority funds to her
personal bank account, paid personal credit card bills with housing authority funds, lived rent-
free in a housing authority apartment, authorized a housing authority employee to live rent-free
in a housing authority unit, gave herself a pay raise without board approval, and authorized
bonus checks to housing authority employees and herself in violation of state and federal laws.
These activities involved $35,245 of housing authority funds.

Recommendations (See page 11.)

The Homer Housing Authority Board of Commissioners should exercise greater supervision over
the day-to-day management of the housing authority. Specifically, the board should:

1. Ensure that all electronic payments are supported by original, detailed, and valid
invoices and receipts.

2. Ensure that all disbursements are reasonable and necessary for providing decent,
safe, and sanitary housing for eligible families through a formalized review
process. This process should be:
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o Delegated to a particular board member to ensure accountability

o Rotated among the board members periodically to ensure the integrity of
the process

o Formalized in a written document and presented at board meetings

3. Ensure that all housing authority employees who live in public housing units pay
rent in accordance with HUD guidelines. This should be accomplished by:

o Making review of monthly rent registers a normal part of board meetings

o Identifying rental units with no income

o Documenting the reason for the lack of rental income

4. Periodically review payroll checks of employees to ensure that they match the
established pay rates. This review should be a regular part of board meetings.

5. Ensure that all employees and board members are aware that the housing
authority cannot approve bonuses. This can be accomplished by:

. Creating a checklist detailing significant portions of the Louisiana Code of
Governmental Ethics and other policies of which employees need to be
aware

o Including the prohibition against bonuses and other incentives as one of
the policies

J Requiring all employees to read and sign the checklist as a condition of
employment

6. Seek recovery from Ms. Hamilton of her personal expenditures, free rent, and
unapproved pay.
7. Seek recovery from Mr. Knowles for his free rent.

We also recommend that the District Attorney of the Second Judicial District of Louisiana and
the United States Attorney for the Western District of Louisiana review this information and take
appropriate legal action to include seeking restitution.

Management’s Response (See Attachment 1.)

The Homer Housing Authority Commissioners are in general agreement with the findings and
the dollar amounts with the exception of the request for an employee to repay rents not charged
and not paid by the employee.

The Commissioners believe that the employee should not be responsible for the rents not charged
because the Executive Director stated to the employee that he would not have to pay rent as a
resident and employee of the Authority. The Commissioners are also concerned about missing
Authority property and the use of Authority funds to pay for unauthorized cell phone charges and
magazine subscriptions for personal use of the Executive Director.



Executive Summary

The Housing Authority (1) has established a procedure whereby all checks written, all deposits
made, and all debit and credit memos that show on the monthly bank statement are traced and
balanced with documentation. (2) A commissioner representative has been assigned by the
Board to review the monthly bank statement and all checks written in the month. (3) A
procedure utilizing new computer software and manually kept schedules that account for all units
operated by the Authority has been established. (4) The commissioner representative responsible
for the review of the monthly checks written will review the payroll checks as well as the
attached time sheets and the amount of gross wages due the employee. (5) A personnel policy
stating the Louisiana code does not authorize bonuses will be prepared. And (6) the Authority
will discuss the recovery recommendation with the District Attorney of the Second Judicial
District of Louisiana.
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Background and Methodology

The Homer Housing Authority is a political subdivision of the Town of Homer. Its purpose is to
provide decent, safe, and sanitary housing for eligible families. It maintains and leases
approximately 100 units.

The United States Department of Housing and Urban Development (HUD) has the responsibility
for administering low-rent housing programs. The primary source of revenue for the Homer
Housing Authority is HUD grants. A five-member board of commissioners appointed by the
mayor of Homer governs the housing authority. The housing authority has four full-time
employees, including the executive director, secretary, and two maintenance persons.

The legislative auditor received information of possible improper expenditures at the housing
authority. The procedures performed during this investigative audit consisted of (1) interviewing
employees of the housing authority and HUD officials; (2) interviewing other persons as
appropriate; (3) examining selected documents and records of the housing authority; (4) making
inquiries of vendors and others as appropriate; and (5) reviewing applicable state and federal
laws and regulations.
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Finding

From July 1999 through April 2003, the former executive director of the Housing Authority of
the Town of Homer, Ms. Sonja Hamilton, authorized transfers of housing authority funds to her
personal bank account, paid personal credit card bills with housing authority funds, lived rent-
free in a housing authority apartment, authorized a housing authority employee to live rent-free
in a housing authority unit, gave herself a pay raise without board approval, and authorized
bonus checks to housing authority employees and herself in violation of state and federal laws.
These activities involved $35,245 of housing authority funds.

Electronic Transfers

From March 2002 through February 2003, Ms. Hamilton, made 17 unauthorized electronic
transfers totaling $12,163 from the housing authority bank account into her personal bank
account. There was no documentation to support the public purpose for any of these transfers.
Moreover, bank statements sent by Ms. Hamilton to the housing authority’s accountant were
altered thereby hiding these electronic transfers. Ms. Hamilton stated that one or two of the
transfers were used to pay legitimate housing authority expenditures; the rest were used to pay
personal bills. Ms. Hamilton stated that she altered the bank statements to hide the transfers.

Reprint of Original Bank Statement Altered Statement Sent to Accountant
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Credit Card Purchases

Ms. Hamilton made 30 electronic transfers totaling $8,384
from the housing authority account to three separate credit
cards. The transfers were distributed as follows: $1,951 to a
Capital One MasterCard in her name; $4,028 to a Sears

Video Game Purchases from FUNCO

Funco, Inc.
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to support these transfers. Ms. Hamilton stated that
all purchases on the Capital One MasterCard were
personal in nature. She agreed that numerous
purchases on the other two cards were also personal
in nature. Most of these purchases were from Wal-
Mart and included a television set, clothes, DVD

player, groceries and a basketball goal. The total amount of these personal purchases was

$5,445.
Non-Payment of Rent

Ms. Hamilton lived in a housing authority
apartment since at least July 1999. Rent
registers list her unit as vacant during this period
of time. Moreover, the secretary for the housing
authority, who is responsible for collecting rent
from the tenants, stated that she never collected
rent from Ms. Hamilton. The approximate value
of the rent received by Ms. Hamilton from July
1999 through April 2003 was $12,287.

Ms. Hamilton confirmed that she had not paid
rent during this period. She stated that the
previous executive director informed her that
she did not have to pay rent because she was an
employee of the housing authority.

In addition, Ms. Hamilton allowed Mr. Selous
Knowles, one of the maintenance men, to live
rent-free in a housing unit from October 2002 to
July 2003. The approximate value of free rent

Sonja Hamilton’s Unit
#68 listed as vacant

Example of Rent Register for January 2001



Finding

received by Mr. Knowles was $1,750. In August 2003, the new executive director began
requiring rent payments from Mr. Knowles in accordance with HUD regulations.

HUD regulations do allow rent-free tenancy for housing authority employees who are required to
live in public housing as a condition of their employment. However, according to HUD, neither
Ms. Hamilton nor Mr. Knowles was required to live in public housing as a condition of their
employment. There is no provision in HUD regulations providing for rent-free tenancy for
employees not required to live in public housing. Furthermore, there is no mention in the
housing authority board minutes of authorization for Ms. Hamilton or Mr. Knowles to receive
housing at no cost.

Unauthorized Raise

In May 2002, Ms. Hamilton increased her salary from $900 to $1,000 per pay period and
continued paying herself this amount until her termination on April 14, 2003. A review of
housing authority minutes shows no board approval for this raise. The chairperson for the board
of commissioners stated that he was unaware that Ms. Hamilton had received this raise.

Ms. Hamilton confirmed that the housing authority board of commissioners did not approve this
raise. According to Ms. Hamilton, the board kept delaying action on the raise, so she authorized
it on her own. The total amount paid for this unauthorized raise was $2,400.

Improper Authorization of Bonuses

On December 16, 2002, Ms. Hamilton made four $300 payments to Homer Housing Authority
employees Joe Etta Williams, Lonnie Jones, Selous Knowles, and herself. The payments were

classified as “Christmas bonus.” Bonus Check to Sonja Hamilton

Ms. Hamilton had no authority to give _ Py
herself a bonus. In addition, these TOWN OF HOMER, LOUISIANA R ,
payments are in violation of state law, MRS tenie temiiton - s>
which prohibits the donation of public e et ETW - o Vo=
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Board policy during the tenure of i =

Ms. Hamilton as executive director required all checks to be co-signed by a board member. In
addition, the chairperson was required to initial each check. Before board meetings, one board
member was required to review the bank statements, checks, and invoices for that month. The
review included verifying that all checks were on the bank statement and that the chairperson
had initialed all checks. The board member responsible for this review stated that she was aware
of transfers but assumed that the chairperson and the executive director knew what they were for;
her responsibility was the checks. To be effective, however, such reviews need to encompass all
expenditures.
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In addition, the board chairperson initialed off on payroll checks to Ms. Hamilton without
ensuring that the check amount matched the pay rate set for that position. Without periodic
comparison between the pay rate set by the board and the amount disbursed, the review process
cannot function properly. Similarly, the chairperson initialed off on bonus checks to housing
authority employees without confirming whether such expenditures were permissible.

Finally, the board has no policy with regard to ensuring that rent payments are accurate. As a
result, two housing authority employees were able to live rent-free for extended periods of time
without it coming to the attention of the board.

On April 14, 2003, the Board of Commissioners of the Homer Housing Authority terminated
Ms. Hamilton’s employment.

This report has been provided to the District Attorney for Second Judicial District of Louisiana
and the United States Attorney for the Western District. The actual determination as to whether
an individual is subject to formal charge is at the discretion of the district attorney or the United
States Attorney.l

' R.S. 14:67 provides, in part, that theft is the misappropriation or taking of anything of value which belongs to another, either without the
consent of the other to the misappropriation or taking, or by means of fraudulent conduct, practices, or representations.

R.S. 14:138 provides, in part, that payroll fraud is committed when any public officer or public employee shall carry, cause to be carried, or
permit to be carried, directly or indirectly, upon the employment list or payroll of his office, the name of any person as employee, or shall pay any
employee, with knowledge that such employee is receiving payment or compensation for services not actually rendered by said employee or for
services grossly inadequate for such payment or compensation.

18 U.S.C. §666 provides, in part, that theft concerning programs receiving federal funds occurs when an agent of an organization, state, local, or
Indian tribal government or any agency thereof embezzles, steals, obtains by fraud, or otherwise intentionally misapplies property that is valued
at $5,000 or more and is owned by or under control of such organization, state, or agency when the organization, state, or agency receives in any
one year period, benefits in excess of $10,000 under a federal program involving a grant contract, or other form of federal assistance.
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Recommendations

The Homer Housing Authority Board of Commissioners should exercise greater supervision over
the day-to-day management of the housing authority. Specifically, the board should:

1.

7.

Ensure that all electronic payments are supported by original, detailed, and valid
invoices and receipts.

Ensure that all disbursements are reasonable and necessary for providing decent,
safe, and sanitary housing for eligible families through a formalized review
process. This process should be:

o Delegated to a particular board member to ensure accountability

o Rotated among the board members periodically to ensure the integrity of
the process

o Formalized in a written document and presented at board meetings

Ensure that all housing authority employees who live in public housing units pay
rent in accordance with HUD guidelines. This should be accomplished by:

o Making review of monthly rent registers a normal part of board meetings
o Identifying rental units with no income
o Documenting the reason for the lack of rental income

Periodically review payroll checks of employees to ensure that they match the
established pay rates. This review should be a regular part of board meetings.

Ensure that all employees are aware that the housing authority cannot approve
bonuses. This can be accomplished by:

o Creating a checklist detailing significant portions of the Louisiana Code of
Governmental Ethics and other policies of which employees need to be
aware

J Including the prohibition against bonuses and other incentives as one of
the policies

o Requiring all employees to read and sign the checklist as a condition of
employment

Seek recovery from Ms. Hamilton of her personal expenditures, free rent, and
unapproved pay.

Seek recovery from Mr. Knowles for his free rent.

We also recommend that the District Attorney of the Second Judicial District of Louisiana and
the United States Attorney for the Western District of Louisiana review this information and take
appropriate legal action to include seeking restitution.

11
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HOMER HOUSING AUTHORITY
Reply to the Legislative Auditors Report Findings
October 15, 2003

RESPONSE REGARDING AMOUNT OF FINDINGS

The Homer Housing Authority Commissioners have reviewed the report of the findings
of the State of Louisiana Legislative Auditor. The Commissioners arc in general
agreement with the findings and the dollar amounts with the exception of the request for
an employee to repay rents not charged and not paid by that employee.

The Commissioners believe that the employee should not be responsible for the rents not
charged becausc the Executive Dircctor stated to the cmployee that he would not have to
pay rent as a rcsident and employee of the Authority. We believe that amount should be
the responsibility of the Executive Director and considered mismanagement of the
Housing Authority resources or the recommendation for recovery be deleted.

The Commissioners are concerned about missing Authority property and the use of
Authority funds to pay for unauthorized cell phone charges and magazine subscriptions
for personal use of the Executive Director.

It has been established that the Housing Authority has paid for three laptop computers at
a total cost of $2,254.71. The laptops are clearly purchased and paid for by the Authority
and Staff and Commissioners are not aware of their existence. There is an empty laptop
box that was found in the office bearing the same manufacturer’s name as on onc of the
invoices that had been paid by the Autbority. The Executive Director obtained two cell
phoncs in the name of the Authority. Neither the employees nor the Commissioners had
ever received that ccll phone number from the Executive Director to use for Housing
Authority business. Ope of the cell phones, that was for the Executive Director, had
accrued charges and was paid by the Authority. The total paid was $300.17 for this cell.
phone. The second cell phone was issued to the resident services coordinator. At this time
the Authority has not identified any specific charges paid for by the Authosity for this
phone. The cell phone that was issued to the resident coordinator was turned into the
Autbority in July or August of this year.

The other item was the approval of subscriptions to magazines that is an unauthorized use
of Housing Authority funds. These subscription fees were taken out of the Authority
checking account each month, Some of these subscriptions were duplicated and two
copies are received at the Authority. Final negotiated payment has been completed in the
amount of $402.89. There are possible additions to this amount since the Executive
Director had set up payments to come out of the Authority checking account and
therefore there is no documentation of a check written.

The Authority will forward a copy of this final report to its independent auditor and
discuss other recommendations, as he feels appropriate. The Authority may then make
additional changes to the operations




RESPONSE TO THE INTERNAL CONTROL IMPROVEMENTS RECOMMENDED

The resp

onses included below follow the recommendations 1 through 9 on page nine of

the Iegislative Auditors report. The responses are numbered the same as the
recommendations for ease of reader. (Note, the draft audit report leaves out numbers 6

and 7)

1.

The Housing Authority has established a procedure whereby all checks
written, all deposits made and all debit and credit memos that show on the
monthly bank statement are traced and balanced with documentation. This
procedure utilizes a representative Commissioner and was started in
September 2003. It is anticipared that changes to the procedure will occur in
October 2003 to ensure that all documentation for all transactions on the bank
statement will become part of the review.

A Commissioner representative has been assigned by the Board to review the
monthly bank statement and all checks written in thc month. The
Commissioner Representative receives an approved invoicc or other
documentation attached to each check for review. During that review the
Commissioner Representative analyzes the check for proper authorization and
documecntation and notes any questions as to the reason for the payment ot
any anomalies noted. The Exccutive Director as requited answers all
quostions to the satisfaction of the Commissioner Representative. The Board
of Commissioners has not established a rotation plan at this time, however
that will be accomplished by the November Board meeting. A written
procedure with a report to the Board of Commissionars has been prcpared as
recommcnded.

The Housing Authority has established a procedure utilizing new computer
software and manually kept schedules that account for all units opcrated by
the Authority. The Commissioner representative will accomplish review of the
rent register at the time of the review of the bank statement and checks
written. The rent register will account for vacant units and bank deposits.

The Commissioner representative responsible for the review of the monthly
checks written will review the payroll check as well as the attached time
sheets and the amount of gross wages due the employee.

In addition to informing the employees that the Louisiana Codc does not
authorize bonuses, the Authority will prepare a personnel policy stating the
same. The Authority would appreciate it if the Legislative Auditor would
forward the information regarding ethics and othct items on the checklist
recommended in the Audit report.

The Authority will discuss the recovery recommendation with the District
Attorpey of the Second Judicial District of Louisiana.




The Authority Commissioners do not agree with this recommendation as
explained above.






